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Tsukuba, Ibaraki 305-8572, Japan 
In recent years, concerns have arisen about the degradation of soil and water because of intensive 
applications of chemicals and fertilizers on farms in developing countries. Conversion to organic farming could 
increase the use of local resources while at the same time decreasing chemical inputs. Organic farming could 
also increase food safety levels for consumers and produce higher value crops and reduce expenses for farmers. 
However, a crucial factor in developing a supply of organic goods is to determine whether there is enough 
market demand for organic products. The aim of this study was to identify consumer preferences and potential 
demand for organic produce, specifically red onions and potatoes, in typical local markets with the goal of 
helping to establish sustainable organic farming in the Enrekang Municipality in the eastern part of Indonesia, 
as well as other agricultural areas. One hundred consumers were interviewed at supermarkets and downtown 
markets in Makassar, the capital city of South Sulawesi, Indonesia. The results show that respondents who have 
higher family income and higher educational levels are more likely to purchase organic products. Respondents 
with children and older respondents also were more likely to purchase organic products. Consumers expressed 
a greater willingness to purchase organic products at lower relative prices and a reduced willingness at higher 
relative prices. The promotion of organic products at affordable prices is therefore a crucial factor in expanding 
consumer demand. It may be possible to encourage sustainable organic agriculture in developing countries by 
adopting strategies such as integrated pest management through the utilization of local resources to realize lower 
production costs and by improving market efficiency by employing direct retail marketing. 
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1. Introduction 
Agriculture remains the key sector to accelerate 
economic development in many developing coun-
tries in Asia, including Indonesia. The agricultural 
sector has the potential to provide food security, 
alleviate poverty, and conserve natural resources 
for the survival and well-being of present and 
future generations. The government has promoted 
conventional methods of using agrochemicals in an 
intensive farming system to increase crop yields 
(Shiva, 1992; International Fund for Agricultural 
Development, 2002). However, these methods 
have also been responsible for a variety of prob-
lems, such as the degradation of soil fertility, in-
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creased frequency of disease and insect damage, 
and increased water pollution (Japan International 
Cooperation Agency [JICA], 2007). 
The necessity of an ecologically friendly farming 
system coupled with consumers' desire for food 
free from synthetic chemicals has made organic 
farming a growing agricultural enterprise in 
developed countries. Several governments have 
announced ambitious targets of organic agricultur-
al production to ensure sustainable and affordable 
production of organic products, and the market for 
organic foods has rapidly grown in developed coun-
tries. According to Organic Consumers' Associa-
tion (2004), the world markets for organic foods 
and beverages are the largest in the USA with retail 
Corresponding author's current addTess: Local Development Planning BoaTd (BAPPEDA), Enrekang Municipality, Indonesia. 
Tel: +62411 434926, mobile 0811417877, E-mail: FerdY_illochtar@yahoo.com 
Ferdi: Consumer Preference and Potential Demand for Organic Products 161 
sales of US$1 0,000-11 ,000 million in 2003. The 
annual growth is expected to be 0.5 percent. 
Europe has a retail sale of US$1 0,000-11,000 mil-
lion in 2003 with expected annual growth of 10-15 
percent in 2003-2005. Japan has a retail sale of US 
$350-450 in 2003 with expected annual growth of 
5-1 0 percent. 
Thompson (1998) compared different studies 
conducted in the United States on consumer de-
mand for organic products. He concluded that de-
mographic variables such as age, marital status, 
number and age of children, and education are 
important variables in explaining consumer de-
mand for organic food. Blend and Van Ravenswaay 
(1999) and Wessells et af. (1999) analyzed Ameri-
can consumer demand for eco-Iabeled apples and 
seafood by using logit and double-hurdle models, 
respectively. They found that price premium, en-
vironmental concerns and attitudes, and some de-
mographic factors (e.g., education and gender) 
affected consumer demand for eco-labeled prod-
ucts. 
Kijima (2004) revealed that demand for organic 
products in Japan grew at an annual rate of 20% in 
1980s, and more than 300 organic products, includ-
ing fresh organic fruits and vegetables, are current-
ly available in the market. Most of the organic 
products are imported from the United States. 
Hashimoto (2000) found that the production of 
organic goods is dominated by a partnership be-
tween producers and consumers under the "Teikei" 
system. Both farmer and consumer groups are 
involved in promoting organic products. Products 
are distributed directly from producers to consum-
ers, eliminating the need for expensive packaging 
and attractive marketing. The Tokyo-based citi-
zen's association for recycling movement reported 
that the organic stores attract 1200 customers a 
day. Its operation is based on a door-to-door 
delivery service for an estimated 55,000 households 
across Japan. 
The market for organic products is also gradual-
ly growing in developing countries, largely without 
government subsidies. However, the prices of or-
ganic products are important to many consumers in 
the decision to shift from conventional products to 
organic products. Hsieh (2004) revealed that, in 
developing countries such as Indonesia, organic 
farming still targets mainly local consumption. 
Most farmers work at family farms with small-scale 
production. Hsieh concluded that government 
policies should support the development of farm 
extension, postharvesting technology, and market-
ing strategies. Standards and an inspection system 
are urgently needed to address the organic quaran-
tine system. 
Indonesia is an archipelago country with more 
than 17,000 tropical islands and is about 5,000 km 
east to west. It is the fourth most populous country 
in the world (215 million people in 2004) and has 
vast natural resources, which are prime assets for 
agribusiness development. The total land area in 
Indonesia in 1992 was about 192 million hectares. 
Through 1998, about 66 million hectares, or only 
34%, was used for agriculture and other purposes. 
Arable land for food crop production was about 29 
million ha of the 130 million ha available in 1998. 
It has been estimated that there are 17 million ha of 
idle land that could potentially be used for organic 
farming. In particular, there are large amounts of 
potentially usable land available in Sulawesi, 
Kalimantan, and Sumatra (Agriculture Depart-
ment of Indonesia, 2004). 
The Enrekang municipality is located the north-
ern part of South Sulawesi Province. It occupies an 
area of 1,786.01km2 and had a population of 
182,923 in 2006, giving a population density of 103 
people per km2 (Enrekang Statistics, 2007). Agri-
culture has historically been the source of liveli-
hood and food security in Enrekang municipality. 
Enrekang Statistics (2007) noted a broad variety of 
products grown in the area, including vegetables 
and fruits. Application of synthetic fertilizers and 
chemicals has become more common to improve 
soil fertility and control disease, resulting in a vari-
ety of problems, including pollution of rivers and 
seas with pesticides and chemical fertilizers (HCA, 
2007). Furthermore, long-term, continued use of 
chemical fertilizers for monocropping and continu-
ous cropping lowers soil fertility, increases the fre-
quency of disease and insect damage, and does not 
enable productivity to be sustained at high levels 
(HCA, 2007). In some central areas (AlIa, 
Baroko, Anggeraja, Malua and Baraka sub-
districts), crops do grow well without the use of 
pesticides. On the whole, however, agricultural 
production has decreased dramatically from 2002 
to 2006 (Table 1). 
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Table L Agricultural production in Enrekang Municipality from 2002 to 2006 
Commodity 
2002 2003 
Red onions 32,129 41, 684 
Potatoes 7,666 7,917 
Cabbage 140,787 160,089 
Carrots 4,567 3,529 
Red beans 2,483 2,431 
Source: Enrekang Statistics (2007). 
Table 2. Organic production in Enrekang Mu-
nicipality in 2007 
Commodity Area (ha) Production (t) 
Rice 7,227 2,586 
Maize 9,043 2,347 
Soy beans 176 12.5 
Potatoes 2,104 110.6 
Cabbage 643 435.5 
Red onions 1,320 119.6 
Total 20,513 5,611 
Source: Agriculture Department, Enrekang Munici-
pality (2007). 
Local government policies have realized the neg-
ative effects of conventional agriculture and are 
currently focusing on more environmentally sus-
tainable agricultural practices. To this end, the 
government is providing farmer groups with techni-
cal guidance and assistance on facility mainte-
nance. These efforts have helped improve soil 
fertility and protect the environment (Karama, 
1990). In addition, by farmer groups working in 
partnership with supermarkets, organic products 
are being produced to meet consumer demand in 
cities (Table 2). 
Despite its potential, Indonesia has experienced 
constraints in organic production. In addition to 
there being a lack of organic production, distinct 
channels for marketing significant volumes of or-
ganic products are not yet in place. In 2001, the 
Department of Agriculture established the program 
"Go Organic 2010," with a target of becoming one 
of the biggest exporters of organic commodities in 
the world. The national standard, namely the 
Standard Nasional Indonesia (SNI) for organic 
Production (t) 
2004 2005 2006 
13,433 17,927 13,177 
2,699 2,875 1,396 
40,894 26,859 17,436 
2,258 1,817 2,491 
1,535 1,803 1,048 
food (SNI 01-6729-2002), was issued by the Na-
tional Standard Agency. In 2002, SNI was adopted 
in accordance with the Codex Alimentarius Com-
mission guidelines for the production, processing, 
labeling, and marketing of organically produced 
foods (Tjahyadi, 2004). However, organic farming 
in Indonesia does not fully conform to the organic. 
standard, which allows only minimal use of chemi-
cal fertilizer. In the domestic market, most of the 
organic production uses only local certifications 
provided by local government (Indonesia Agricul-
ture Department, 2004). 
Public awareness of organic products is currently 
very low in Indonesia. Majority of people who live 
in cities only those who have high income levels and 
high educational status and are concerned about 
food-safety and health issues are willing to pur-
chase organic products (Zanoli et al., 2004). Un-
fortunately, few studies on organic marketing in 
Indonesia have presented data on consumer prefer-
ence and potential demand for organic products. 
To fill this gap, the aim of this study was to gather 
information about consumer preference and ex-
pand consumer demand for organic products. The 
Enrekang municipality is in an agricultural area in 
South Sulawesi Province. Agricultural production 
is dominated by small-scale production in upland 
areas, and some farmers engage in organic farming. 
However, the marketing of organic products is 
unavailable in the local market and most of the 
organic products are sold to supermarkets in 
Makassar, the capital city of South Sulawesi. Po-
tential demand for organic products has gradually 
increased recently in Makassar. To assess the po-
tential demand for sustainable organic products, I 
conducted a survey of consumers from various 
socio-economic backgrounds. The objectives of the 
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study were (1) to identify consumer preferences 
and the factors contributing to potential demand of 
organic products (specifically red onions and 
potatoes); and (2) to identify the willingness of 
consumers to purchase these organic products at 
various relative price levels. 
2. Methods 
2. 1 Study Site 
Makassar is the capital of South Sulawesi Prov-
ince and is a center of economic development 
in eastern Indonesia. The population was 1,223,540 
in 2006, with an annual growth rate of 1.79%. 
The economic growth rate was 8.09% in 2006 
(Makassar Statistics, 2006). It is an industrial city 
and most of the residents work for companies or 
the government, or are self-employed. The contri-
bution of the agricultural sector in Makassar is only 
2%, and there is only a small amount of arable land 
(2,700 ha for rice). Thus, most food products are 
imported from other areas of South Sulawesi. 
Organic marketing has gradually increased m 
Makassar, including marketing of products sup-
plied from Enrekang. The marketing channel of 
organic products was organized by a small-scale 
farmer cooperative, which is responsible for pro-
duction and processing. The cooperative purchases 
organic produce from local farmers. In general, 
organic products have a price premium of about 
5 % to 25 % as compared with conventional prod-
ucts in the production area. All of the products 
are distributed directly to the supermarkets in 
Makassar, which is about 235 km from the produc-
tion area. The quantity of products supplied gener-
ally depends on consumer demand (i.e., supermar-
ket orders). Most production does not fully qualify 
as "organic," and certification is provided by the 
local government. 
2. 2 Data Collection 
A household survey was conducted using a 
structured questionnaire. The questionnaire was 
designed to collect information on consumer 
demand for organic products and on consumer 
attitudes and preferences. Respondents were asked 
about demographic characteristics (e.g., age, edu-
cation level, family size, income, and occupation), 
their attitudes about and knowledge of the meaning 
of "organic", and the frequency of purchase 
(WTP) of organic products with respect to differ-
ent relative prices between organic and non organic 
products. 
Interviews were conducted with 100 consumers 
of organic and nonorganic products specifically red 
onions and potatoes in supermarkets and at a 
downtown markets in Makassar in July and August 
2008. The initial part of the survey was conducted 
in the supermarkets or downtown markets to 
gather information from consumers about their 
purchases of organic products and general informa-
tion about the respondents. After that, a household 
visit was conducted to gain more specific informa-
tion on the demographic and economic character-
istics of the respondents. Consumers usually pur-
chased organic products at the supermarkets, 
whereas consumers of nonorganic products pur-
chased products from only the downtown markets. 
Due to high transportation costs and lack of mar-
keting distribution from production area in 
Enrekang municipality, the price of organic red 
onions and potatoes was almost twice that of con-
ventionally grown ones in supermarkets (Table 3). 
2. 3 Data Analysis 
To analyze consumer preferences, respondents 
were divided into three groups: consumers who 
always purchase organic products (organic product 
consumers) were 30, those who never purchase 
organic products (nonorganic products consumers) 
were 40, and those who purchase both (both) were 
30. Data were summarized and analyzed by using 
the descriptive statistics in version 13 of SPSS 
software (SPSS Inc., Chicago, Illinois). The chi-
squared test was used to determine the significance 
of differences among the three groups (5 %, and 
1 % levels of significance). Descriptive statistics 
Table 3. Prices of conventional and organic 
products 
Commodity 
Potato 
Red onion 
A verage price (Rp) 
Conventional 
product 
7,000 
15,000 
Organic 
product 
15,000 
30,000 
Source: Supermarket prices in Makassar City, 
2008. 
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were also used to estimate the frequency of pur-
chase of organic products at different price ratios. 
3. Results and Discussion 
3. 1 Consumers preference of organic products 
Demographic and socioeconomic factors are im-
portant influences on demand and WTP for organic 
products. Thus, it was essential to examine these 
factors to find any substantial differences among 
the consumer groups. 
3.1.1 Age 
Organic buyers tended to be older, and older 
consumers-especially men over the age of 40 
tended to be more willing to purchase organic 
products than younger buyers (Table 4). As many 
as 20% of those who were willing to purchase 
organic products (organic consumers) were aged 
50-59 years, whereas only 10% were under 29 
years old. As many as 17% in the "both" category 
were aged 50-59 years old, and no one was under 
29 years old. As many as 10% of the nonorganic 
group was aged between 50-59 years old and also 
10% were less than 29 years old. Meier-Ploeger et 
al. (1996) also found that older consumers have a 
higher propensity to buy organic products, prim-
arily owing to health reasons. Conversely, some 
European studies (e.g., Padel and Foster, 2005) 
have found that organic buyers are generally 
younger than 45 years old. Wier and Calverley 
(2002) found that, in Finland, consumers over age 
65 have the lowest tendency to buy organic prod-
ucts, followed by those 50-65 years old. 
3.1.2 Education 
Most of the consumers who were willing to pur-
chase organic goods (in the organic and both 
categories) had a higher level of education as much 
as 80% completing university studies (men), 60% 
(organic consumers) and 53% (both categories) 
were women (Table 5). Nonorganic consumers 
also had a relatively high educational level, but the 
distribution skewed more towards lower levels of 
education. About 43 % of nonorganic consumers 
were university-educated husbands compared to 
only 20% wives. Level of education is an impor-
tant factor to consider when addressing potential 
demand for organic products. Consumers with 
higher educational levels are more open to purchas-
ing organic products. Bugge and Wandel (1995) 
indicated that a higher level of education is posi-
tively correlated with the tendency to buy and pay 
more for organic products or products produced 
without using pesticides. Zanoli et al. (2004) found 
Table 4. Percentage of consumers purchasing organic and and nonorganic products by age 
Age (years) Number 
Group Under 29 30-39 40-49 50-59 More than 60 of 
Husband Wife Husband Wife Husband Wife Husband Wife Husband Wife consumers 
Organic 10 7 10 43 43 20 20 13 17 17 30 
Both 0 0 5 33 57 40 17 20 10 8 30 
Nonorganic 10 15 18 33 50 30 10 13 13 10 40 
Table 5. Percentage of consumers purchasing organic and nonorganic products by educational 
groups 
Education Number 
Group High school Diploma (Graduate) University of 
Husband Wife Husband Wife Husband Wife consumers 
Organic 10 13 10 27 80 60 30 
Both 10 27 10 20 80 53 30 
Non organic 20 45 38 35 43 20 40 
Note: No respondents in either group less than a high school education. 
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Ta hie 6. Average n urn ber of famil y members in consumer g roups 
Group Mean no. of family members 
Children 
::;; 5 years old 
Children under 
6- 12 years old 
Adults 
2: 55 years old 
Organic 
Both 
6.6 
6. 93 
0. 97 
0 .97 
that consumers with higher levels of education 
more regularly purchase organic products. 
3. 1.3 Family size 
In general, consumers in the organic and both 
categories had larger families, including more chil-
dren 5 years old or less and between 6 and 12 years 
old, as well as more household members more than 
55 years old (Table 6). Davies et al. (1995) found 
that the number of children in the household seems 
to be positively correlated with the amount of or-
ganic food purchased. Families with more children 
may focus on health more than others. A Swiss 
study also found that families with babies and small 
children are more interested in consuming organic 
products. Other studies have also found that older 
people are more willing to pay a premium for 
organic products. For example, Latacz, Lohmann 
and Foster (1997) found that older consumers, 
especially those 45- 45 years old, regularly purchase 
organic vegetables. 
3. 1.4 Household income 
The household income of organic consumers in 
Makassar was much higher than those in the non-
organic group (Fig. 1). A large proportion 47% of 
organic consumers have an income level of more 
than Rp20 million (Indonesian Rupiah), whereas 
13 % out of 25 % nonorganic consumers had an 
income of less than Rp15 million and 60 % of those 
had an income of less than RplO million. Not 
surprisingly, consumers in the "both" category fell 
between these two extremes. Zanoli et al. (2004) 
stated that organic consumers mostly live in large 
cities and in urban areas with higher economic 
status. Rahman (2005) found that people who 
grow up and live in urban areas consume more 
organic products than rural areas. Millock et al. 
(2004) found that income was a factor for consum-
ers who choose organic products. Studies con-
ducted by Menghi (1997), Misra et al. (1991) and 
Meier-Ploeger et al. (1996) also found that house-
holds with middle and higher income levels show a 
l.57 
l. 57 
48 
Organic 
l. 66 
l. 57 
Both 
60 
Non organic 
Fig. 1. Household income of respondents. 
o Less than Rp 10 million; • Rp 10- Rp 12.5 
million; Rp 12.5- Rp 15 mill ion ; 0 Rp 15- 17.5 
million; • Rp 17.5- Rp 20 million; • Rp 20- Rp 
22.5 million; • Rp More than Rp 22 .5 million . 
greater tendency to purchase organic foods. Sever-
al studies have reported that price premium is a 
major reason why consumers are not enthusiastic 
about purchasing organic food (e.g., Sylverstone, 
1993). O 'Donovan and McCarthy (2002) reported 
that price premium, lack of knowledge, and prod-
uct availability were the major reasons preventing 
Irish consumers from purchasing organic food. 
3. 1. 5 Consumer awareness and knowledge 
about organic products 
Most studies of consumer knowledge about or-
ganic products reflect a conceptual belief on en-
vironmental quality that is true and justified. Con-
sequently, studies typically use measurement meth-
ods that essentially rely on people correctly answer-
ing survey questions. Hunt (2003) found that 
correct (or incorrect) responses imply that the re-
spondent has knowledge (or does not have knowl-
edge) about organic foods and products. Some 
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a 
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rn 
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o 
U 
47 
Orga nic Both Non organic 
Fig. 2. Consumer knowledge of organic farm-
ing . 
• Products sold onl y a t supermarket in big 
cities; • Products that a re marketed 5 years 
since organic agriculture initia ted; 0 Products 
allowed minimal use of chemical fertilize rs; • 
Products grown only with biological ma terial; 
o Products with ce rtification label offered by 
the local government. 
definitions of "organic" are based on farming 
methods, and others are based on the marketing 
production of organic products. Hunt (2003) 
noted some limitations in consumers knowledge 
associated with such a narrow definition of the term 
"organic" and proposed a wider definition and 
measurement techniques that capture other impor-
tant, but often neglected dimensions of knowledge. 
Consumers were asked about using biological mate-
rials for maintaining soil fertility, minimum use 
chemical fertilizer and labeling scheme of organic 
products which is provided by local government. 
Knowledge and awareness have direct and indirect 
effects on attitudes toward consumer products, as 
shown in Fig. 2. Most organic consumers focused 
on the products which are grown with biological 
materials and a smaller number of them were con-
cerned with certification labels provided by local 
government. Whereas, both organic and non-
organic consumers do not clearly understand the 
concept of organic products, because the rates of 
selection of products grown with minimum use of 
chemical fertilizers are not high. 
3.2 Willingness to Pay for Organic Products 
A major focus of this study was to estimate 
consumers' WTP for organic products. Two 
approaches were used: (1) identify consumer pref-
erences for purchasing organic products at different 
price ratios relative to conventional products, and 
(2) study the effects of demographic and socioeco-
nomic variables on WTP. The results of the field 
study were analyzed to determine the willingness of 
consumers to purchase organic products at organic-
to-conventional price ratios of 1.5, 2.0 and 2.5. The 
choices for level of willingness ranged from never 
to seldom, sometimes, about half, mostly and 
always. Only responses from consumers in the 
organic and both groups were used in this analysis. 
3. 2. 1 WTP for organic red onions 
At a price ratio of 2.5 for organic red onions, 
most consumers in both groups responded either 
"seldom" or "sometimes", although more organic 
consumers (30 % ) responded "about haIr' and only 
consumers (17 % ) in the both category responded 
"never" (Table 7). At a price ratio of 2, consumers 
in both groups responded that they would be in-
creasingly willing to buy organic products, and at a 
price ratio 1.5, 90% of consumers in both groups 
were either "always" or "mostly" willing to buy 
organic red onions. Linear regressions for both 
consumer groups are shown in Fig. 3. It was 
expected that consumers with higher levels of 
income and education would be more likely to be 
willing to pay (at the "always" level) for organic 
products at the higher price ratios (2.0 and 2.5). 
However, the results indicate that this was not the 
case. This finding is not consistent with those of 
Padel and Foster (2005) , who found that only 
those with high incomes can consume organic food 
at high relative prices. 
3.2.2 WTP for organic potatoes 
At the price ratio of 2.5, almost all consumers in 
both groups responded "about half' or less. Similar 
to the results with red onions, about 60% of organ-
ic consumers responded "about haIr', but about 
60 % of both consumer groups responded either 
"seldom" or "never" (Table 8). No consumers in 
either group responded "always". At a ratio of 2.0, 
consumers in both groups were generally more 
willing to pay, but even organic consumers in-
frequently responded "always". As was the case 
with organic red onions, at a price ratio of 1.5 
consumers in both groups were more willing to 
purchase organic potatoes. About 90% of consum-
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Table 7. Consumer WTP for organic red onions by price ratio and consumer group 
WTP (%) 
Group 
Price ratio Always Mostly About half Sometimes Seldom Never 
Organic 47 43 10 
1.5 
Both 33 57 10 
Organic 
2.0 3 27 47 17 7 
Both 0 33 53 13 
Organic 30 53 17 0 
2.5 
Both 0 23 60 17 
Note: Thirty consumers in each group . 
• Organic • Both --Linear (Organic) •••• Linea r (Both) I 
3 
"@ 
.§ 2.5 
..., 
I: 
OJ 
:> § 2 
{} 
·c 
:. 1.5 
... 
o 
'+-< 
o 
.~ 1 
as 
... 
OJ 
<.l 
.i:: 0.5 
0.. 
• 
• • 
Both 
y = -0.2443x + 2.8579 
R2 = 0.7901 
Organic 
• y = -0.2651x + 3.1044 
R2 = 0.5831 
• 
• • 
O+-------~------~------~------~------~------~------, 
never seldom sometimes about half mostly 
Purchasing decision 
always 
Fig. 3. Consumer willingness to pay for organic red onions. 
ers responded either "always" or "mostly" in both 
consumer groups, indicating that consumers were 
more likely to purchase organic products at lower 
relative prices. Linear regressions for both con-
sumer groups are shown in Fig. 4. Price is clearly 
a key factor to consider when promoting organic 
produce in local markets. Consumers in both 
groups were sensitive to relative price for both 
products. Organic produce retailers tend to be 
quite sensitive to consumers' price elasticity of 
demand partly because, as was shown here, price 
premiums negatively affect consumer purchases. 
Some econometric studies have reported similar 
results (e.g., Hansen and S0rensen, 1993; Lengyel, 
2000; Wolf, 2002). 
3.2.3 Effect of demographic and socio-eco-
nomic variables on WTP 
Table 9 summarizes the relationships between 
demographic and socioeconomic variables on 
WTP. Four factors had significant effects on WTP: 
occupation of wife, education of husband, house-
hold income and family size. Income had a strong 
effect on WTP. The survey results confirm that 
consumer groups have a propensity to pay a price 
premium for organic products owing to their high 
social status. In contrast, Haest (1990), Buzby and 
Skees (1994), Grunert and Kristensen (1995) and 
Beckmann (200 I) found that household income 
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Table 8. Consumer WTP for organic potatoes by price ratio and consumer group 
Willingness to purchase (%) 
Group 
Price ratio Always Mostly About half Sometimes Seldom Never 
Organic 60 30 10 
1.5 
Both 47 40 13 
Organic 
2.0 
3 43 37 10 7 
Both 3 53 30 13 
Organic 3 60 33 3 0 
2.5 
Both 3 37 47 13 
Note: Thirty consumers in each group. 
• Organic • Both --Linear (Organic) - - - - Linear (Both) I 
3 
~ 2.5 t:: 
. 8 
...., 
t:: 
Q) 
:> 2 t:: 
0 
.!::: 
<J 
'c 
~ 
• . . 
• 
y = -0.268x + 3.191 
R2 = 0.5181 
• bJ) :-. 
0 
1.5 
y = -0.2283x + 2.8296 
R2 = 0.6774 
..... 
0 
.8 1 
...., 
~ 
:-. 
Q) 
<J 0.5 
'i:: 
~ 
0 
never seldom sometimes about half mostly a lways 
Purchasing decision 
Fig. 4. Consumer willingness to pay for organic potatoes. 
has no significant influence on either demand or 
WTP for organic or pesticide-free goods. 
Family size also was significant. Consumers who 
have larger households had a higher WTP. Menghi 
(1997) also found that the propensity to buy or-
ganic foods is positively correlated with household 
size, but Jolly (1991) found that household size has 
no significant influence. Thompson and Kidwell 
(1998) found that the presence of children in the 
household increased the probability of consumers 
choosing organic products. In contrast, Beckmann 
(2001) found that the presence of children does not 
significantly affect the purchases of organic prod-
ucts. The husband's level of education and the 
wife's occupation were both significant factors. 
Husband's occupation had no significant on WTP. 
It is reasonable to think that consumer knowl-
edge of organic products could influence consumer 
desire to purchase products with "organic" attri-
butes (e.g., grown only with biological materials, or 
having a government-provided organic label or cer-
tification). However, the study found that consum-
er knowledge of organic products had no significant 
differences between demographics and WTP for 
such attributes. One of the main barriers to in-
creasing purchases of organic products is the lack 
of information consumers have on organic farming 
methods. It seems that, in Makassar as elsewhere 
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Table 9. Effect of demographic and socioeconomic variables on 
consumer WTP 
Consumer attributes 
Total family 
Age (husband) 
Age (wife) 
Occupation (husband) 
Occupation (wife) 
Education (husband) 
Education (wife) 
Likelihood ratio test 
Chi-sq uared 
8.844* 
11 ,445 
13,279 
4,946 
13,942** 
14.475** 
7,284 
Consumers knowledge of organic products 
Household income 
10,865 
147,000** 
Note: * for P< 0.05 and ** for P< 0.01. 
(see Zanoli et aI., 2004; Yiridoe et aI., 2005), a lack 
of consumer knowledge about the specifics of or-
ganic agriculture, and thus the criteria covered by 
the organic label, can be a key issue hampering the 
development of the demand for organic foods. 
4. Conclusion 
Organic farming practices are becoming increas-
ingly popular among rural farmers in Indonesia, 
although they still represent a marginal share of 
arable land. Environmental pollution and food 
safety have become great concerns of local govern-
ment. Appropriate governmental measures for en-
couraging organic farming include providing ade-
quate technical guidance and assistance to farmer 
groups as well as increasing technical capacity. 
High start-up costs and a lack of reliable labeling 
schemes have caused rural organic farmers to 
struggle to grab a slice of the fast-growing organic 
market. 
In Makassar city, the potential demand for or-
ganic products has grown slowly. One of the main 
obstacles to expansion of organic product con-
sumption in Makassar is the gap between conven-
tional and organic product prices. Consumers were 
much less willing to purchase organic products at 
high relative prices (price ratio of 2.5) than they 
were at lower relative prices (price ratio of 1.5). 
For that reason, the marketing strategy to increase 
potential demand of organic products must consid-
er price as an important issue, particularly for 
consumers who have low income levels, who cur-
rently are generally unable to purchase organic 
products. 
In general, most households have shown an in-
crease in their propensity to buy organic products. 
The results of this study indicate that consumers 
who were more educated and older and who had 
higher income levels and larger households were 
more likely to purchase organic products. In addi-
tion, the wife's occupation, husband's education, 
and household size influenced consumers' WTP. 
Household income also had an influence on con-
sumer WTP. Thus, income has a positive impact 
on the demand for organic products, because 
higher income consumers are more willing to buy 
organic foods (Torjusen et al., 1999; Millock et aI., 
2004; Kuhar and Juvancic, 2005) Finally, potential 
demand for organic products in local cities is still 
small in developing countries. Some suggestions 
can be derived from this study to help develop 
policy strategies for encouraging sustainable organ-
ic agriculture in developing countries. First, pro-
motion of organic products at affordable prices is a 
crucial factor in expanding consumer demand. 
Strategy of integrated pest management (IPM) by 
utilization of local resources could help lower pro-
duction costs. Organic products should also be 
promoted as being environmentally friendly be-
cause the production system has a lower negative 
environmental impact than conventional methods. 
Second, the use of direct selling may improve mar-
keting efficiency and ultimately increase the 
purchasing frequency of organic products. This 
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type of marketing could improve the availability 
and diversity of organic products in the market. 
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